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Current Trends 


The upward trend in construction activity has failed thus far to change the long-term 
softness of the lumber market. White fir 2x4’s in random lengths were selling for about $8 
per thousand board feet (MBF) less in early June than a month earlier. Three months earlier 
the price was about $20 per MBF higher. Spokesmen for the industry feel that a large 
inventory buildup during the slow construction period last winter accounts for a temporary 
oversupply. ..and that an increase in demand as better building weather develops will arrest 
the downward price movement. 


Prime rates for short-term loans continue to rise...and have generally reached 7% 
percent. ..a full half-point above the level that prevailed during much of the past year. 


The Commerce Department report on housing starts and .permits issued for May 
showed increases in both categories. Starts. . . on a seasonally-adjusted annual basis. . . were at 
the rate of 1.415 million units...up 2 percent from April 1976...and a substantial 30 
percent higher than the 1.085 million units in May 1975. Permits issued during the month 
came to 1.158 million units. ..and were 6 percent greater than the 1.095 million units in 
April 1976... and 25 percent higher than the 912,000 units for which permits were issued in 
May 1975. A significant factor in the Commerce figures is the rise in both starts and permits 
issued for multifamily housing units. In the over-S5-unit category. ..starts were at the 
269,000 level in May...up from the 239,000 in April 1976...and 50 percent above the 
179,000 in May 1975. Permits for multifamily units rose to 266,000 in May 1976... 28 
percent above the 208,000 in April 1976...and 199,000 in May 1975. ..which represents 
an increase of one-third above last year’s figure. The multifamily increase was mostly in the 
western part of the country. 


HUD’s June | mortgage market survey showed a reversal of the steady monthly 
decrease in national average interest rates that began in December 1975. Rates on mortgages 
being contracted for to be paid by borrowers for conventional first mortgages increased 10 
basis points for both new-and existing-home transactions to 9.00 and 9.05 percent 
... respectively. 


The President accepted with regret David Cook’s resignation as HUD Assistant 
Secretary for Housing Production and Mortgage Credit-FHA Commissioner. ..and James L. 
Young, presently Assistant Secretary for Housing Management, assumed the duties of 
Assistant Secretary for Housing-FHA Commissioner on June 14. While Mr. Cook desires to 
return to private industry as soon as possible, he has agreed. . . at Secretary Hills urging. . . to 
remain as a consultant during the transition period in which the functions of the Assistant 
Secretary for Housing Production and Mortgage Credit and the Assistant Secretary for 
Housing Management will be combined under a single Assistant Secretary for Housing. 


Savings flows into thrift institutions have begun to show sizable drops. . . according to 
the Savings Banks Association of New York State. In May...net inflows in Mutual Savings 
Banks in the State were $293 million... compared to $470 million in May 1975. Money 
analysts are attributing the drop... which during the first quarter averaged about 25 percent 
below the same period of 1975... to the tighter money policy of the Federal Reserve Board 
which has resulted in a sharp rise in interest rates in the open-money market. While this has 
not yet caused a shortgage of mortgage money... thrift institution spokesmen feel it could 
create problems if the trend continues. 





New Settlement Booklet Issued 


A newly-revised consumer booklet... Settlement Costs... has been published by 
HUD. The booklet supersedes a 1975 version... and incorporates numerous comments and 
suggestions received from industry, citizen and consumer groups, and individuals. HUD is 
required to prepare the publication under the Real Estate Settlement Procedures Act 
(RESPA) which was passed in 1974, amended in 1975, and will be further modified by new 
regulations that go into effect June 30. 

In lay language... the booklet discusses the role of the real estate agent, securing title 
services, selecting an attorney, a lender, and a settlement agent...and the sales contract. It 
presents an item-by-item description of settlement services and cost comparisons. Further 
...it explains the rights and remedies home buyers have under RESPA, and alerts the reader 
to unfair or illegal settlement practices. 

“By taking the home buyer step-by-step, from negotiating a sales contract through to 
the settlement meeting,” said Constance B. Newman, HUD Assistant Secretary for Consumer 
Affairs and Regulatory Functions, “the booklet gives a range of information that will assist 
consumers in shopping for services, thereby minimizing their settlement costs.” 

As of June 30...under RESPA requirements, the brochure must be given by lenders 
to prospective home buyers at the time they apply in writing for a mortgage loan, or it must 
be mailed within the following 3 business days. At the same time, the lender must give the 
buyer a good faith estimate of the settlement service charges he is likely to encounter. 

All lenders under Federal supervision will receive copies of the booklet from their 
supervising agencies and will reprint the booklet for distribution to prospective home buyers. 
Photo-ready copies will be available shortly from HUD for firms that print for lending 
institutions. 


Until copies are ready, lenders may reproduce the booklet as it appears in the June 
10 Federal Register. 


Copies will be available from HUD by the end of June. Requests should be addressed 


to HUD Office of Consumer Affairs and Regulatory Functions, Attention: RESPA, Room 
4100, Washington, D.C. 20410. 
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Solar Heating Contract Announced 


HUD has signed a $470,694 contract with the Franklin Institute Research Labora- 
tories of Philadelphia designed to provide basic and authoritative information on solar heating 
and cooling to the fast-growing number of people who want such information. Franklin will 
be working with the Chilton Co. of Radnor, Pa. 


The contract with Franklin calls for the collection and storage of information on 
solar heating and cooling and for dissemination of the data to the building industry and its 
contractors. 


The contract calls for a search of existing information on solar energy. ..such as 
literature and data resulting from private solar energy projects as well as from the Federal 
solar heating and cooling program. 


‘““Every week we see another picture in the paper or in a magazine about a new solar 
house...or some other solar-equipped structure,” said Assistant Secretary Charles J. 
Orlebeke, whose Office of Policy Development and Research is responsible for HUD’s Solar 
Demonstration Program. ““Now with this contract, we’re going to gather the information 
from all these diverse experiments, and, put it into one data bank, accessible to everyone.” 


As part of its work... Franklin will identify potential users of the data bank... and 
will work out the kind of information they will most likely need. Franklin will also design a 
marketing plan to carry the solar energy story to the housing industry and consumers. This 
means using a full range of public relations tools... including brochures, film strips, slide 
shows, and exhibits set up at key conventions’around the country. 





New Foreclosure Protection Announced 


Secretary Hills has announced new measures designed to protect homeowners 
threatened by foreclosure brought on by temporary circumstances beyond the homeowner’s 
control. 

HUD will pay off HUD-insured lenders and take over mortgages of distressed 
homeowners who qualify under the new procedure. During the relief period... the Depart- 
ment may reduce or suspend payments for a period of up to 36 months... to enable the 
homeowner to get back on his feet. 


The new policy. ..explained by Assistant Secretary James L. Young. . . applies to any 
HUD-insured single-family mortgage in imminent danger of foreclosure. The details were 
spelled out in letters sent to 30,000 HUD-approved lenders. 


Effective immediately, Mr. Young said, HUD will accept the assignment of the 
mortgage provided all of the following criteria are met: 


e The lender must have notified the homeowner and HUD of his intention to 
foreclose. 


e At least three full monthly mortgage payments must be due and unpaid. 


e The default must have been caused by circumstances beyond the homeowner’s 
control including, but not limited to, job loss, death, or illness in the family. 


e There must be a reasonable prospect that the homeowner will be able to resume 
full mortgage payments following the temporary period of reduced or suspended payments. 


e@ The lender must have done everything he might be expected to do to avoid 
foreclosure. 


e The mortgaged property must be the principal residence of the homeowner. 


e The homeowner must not own any other property subject to a mortgage insured or 
held by HUD. 


Mr. Young cautioned that all criteria must be met for a defaulted mortgage to be 
eligible. The circumstances leading to the foreclosure action must be reviewed by the 
lender...and if they meet. the criteria...a recommendation for assignment must be 
forwarded to the appropriate HUD Field Office. Foreclosure proceedings will be held up 
until the HUD office has made a decision on the request. 


Mortgages now in foreclosure are also protected if no final court judgment has been 
made, or if the property has not been sold under a power of sale. HUD Field Offices will 
give priority to processing requests for assignment involving cases already in foreclosure. 


HUD’s new assignment policy requires that the homeowner be kept fully informed of 
the actions taken on his case by the lender and/or HUD throughout the procedure. Mr. 
Young said HUD must be concerned that the homeowner receives fair treatment... and even 
where there is a negative decision. ..that the homeowner is given the opportunity to be 
heard. 
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New Publication 


Environmental Certification for Community Development: A Manual of Proce- 
dures... by Suzanne M. Wellborn. Designed to assist local governments participating in the 
3-year Community Development Block Grant Program in carrying out Federal requirements 
for environmental certification. Published by the National Association of Housing and 
Redevelopment Officials. .. 86 pages, softbond. $7.50, prepaid. . . Price to NAHRO members: 
$4.50. Quantity discounts. Order from Publications Division, NAHRO, 2600 Virginia Ave., 
N.W., Washington, D.C. 20037. 





Comments Invited on Coinsurance Plan 


HUD has proposed a coinsurance plan for aiding State Housing Finance Agencies to 
obtain funds for financing rental housing projects. Under the proposal published in the June 
4 Federal Register... HUD will join with the Agencies in coinsuring multifamily housing 
mortgages made and underwritten by the Agencies. The Program is being established under 
Section 244 of the National Housing Act. 


The Department will insure 80 percent of any actual loss arising out of a mortgage 
default, and the State Agencies will insure the remaining 20 percent. In addition. . . State 
Agencies must satisfy a front-end deductible loss requirement of 3 percent of the face 
amount of the insured mortgage portfolio before HUD’s liability for the payment of 80 
percent of a loss is incurred. 


The aim of the Program is to assist State Housing Finance Agencies in obtaining 
funds for housing projects. HUD’s participation as a coinsurer will enable the Agencies to 
borrow funds more readily through the sale of bonds and broaden their market by attracting 
additional investors. 


The proposed regulations for multifamily housing follow discussions in recent months 
between HUD personnel and interested State Agencies. Last February...a program was 
established on a demonstration basis for single-family housing. 


Comments on the proposal are being invited. particularly those on the possible impact 
of this program on the mortgage market... the availability of mortgage credit to borrowers 
dependent on mortgage insurance under Sections of the National Housing Act other than 
Section 244...and the flow of credit to older declining areas and purchasers of older and 
lower-cost housing. 


Communications should be addressed to the Rules Docket Clerk, Room 10141, HUD 
Washington, D.C. 20410. Comments received by July 6 will be considered before adoption of 
the final regulations. 


Assistant Secretary for Administration, U.S. Department of Housing and Urban 
Development... Carla Anderson Hills, Secretary...James C. Biller, Editor. 
Subscription rate $12.50 per year, domestic...$15.65 foreign. Address all 
communications regarding subscriptions, change of address, etc. to the Superin- 
HUD-318-234-ASI tendent of Documents, Washington, D.C. 20402. Use of funds for printing this 


publication approved by the Office of Management and Budget, January 9, 
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